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Question  Topic  Marks  Time 
     1 
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3 
4 
5 
6 
 
 Financial services terminology 
The money markets 
The bond markets 
The equity market 
The derivative market 
The FOREX market 
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14 
26 
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19 
13 
 12 minutes 
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31 minutes 
25 minutes 
23 minutes 
16 minutes 
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QUESTION 1 - (10 marks) 
 
1.1 Define the following terms: 
1.1.1  Spread (2) 
1.1.2 Electronically traded funds (2) 
1.1.3 Trading book (2) 
1.1.4 Volatility (2) 
1.1.5 Put Option (2) 
 
 
QUESTION 2 - (14 marks) 
 
2.1  Mr Spree would like to invest in a Treasury bill, he is only has an 
interest in fashion and does not understand financial calculations. You 
are a financial advisor to Mr Spree, and he has asked you to please 
advise him. The Treasury bill is a 3 month bill, a return of 15% and 
nominal amount of R10 000.  
 
2.2.1) Calculate the Consideration paid (2) 
2.2.2) Calculate the discount amount (2) 
2.2.3) Calculate the Price (2) 
2.2.4) Calculate the yield (2) 
 
2.3  Explain in details what happens in the interbank market.  (6) 
 
 
QUESTION 3 - (26 marks) 
   
3.1 list and explain any five different types of government bonds.        (15)  
 
3.2      A bond is issued with details as follows: Principal value: R11 000 000,     
Coupon rate: 10%, Coupon payment: 30 June and 31 December. 
Register closes 15 days before interest payment date, Maturity day: 1 
 Banking 2B (Last assessment opportunity) – BNK22B2 
 -3- 
  
July 2026. The bond was issued on the 1st June 2016. All in price: R 
14 800 000 
This bond is traded for settlement on 1 November 2016. Calculate: 
3.2.1) Running yield   (3) 
3.2.2) Is the bond trading at par, premium or discount?  (1) 
3.2.3) Is the bond trading cum or ex interest?  (1) 
3.2.4) Calculate accrued interest.  (3) 
3.2.5) Calculate clean price.  (3) 
 
 
QUESTION 4 - (18 marks) 
     
4.1     The company that you work for wants build their own building so that they can 
save on renting in the future. They are not sure on how to raise the required 
capital and you have to recommend the best way to raise the capital, either 
debt or equity. 
 
NB: In your recommendation, include the comparison of debt, ordinary 
shares and preference shares in terms of maturity, tax treatment 
for the company and voice in management.  (14) 
 
4.2      Explain what is meant by private equity and the types of risk and     
rewards present (4) 
  
 
QUESTION 5 - (19 marks) 
 
5.1     What is the relationship between spot price of the underlying asset and   
strike price of the call option when it is:       (6) 
5.1.1 In the money 
5.1.2 At the money 
5.1.3 Out of the money            
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5.2     State the differences between a forwards and futures contract (4) 
 
5.3 List the  three most important types of derivatives (3) 
 
5.4   Why would you choose and American option over a European  
Option   (1) 
 
5.5 Explain the difference between a long forward and short forward (4) 
 
5.6 Explain what is meant by arbitrage (1) 
 
 
 
QUESTION 6 - (13 marks) 
 
6.1 Assume you work at the bank and it is thinking of applying to be foreign 
exchange dealer. You are approached by your manager to compile a report 
that motivates the new expansion. 
 
NB: In your report make sure that you also include: the functions of 
Forex market, the target market (participants) in this market and 
definitions of direct and indirect quote.  (10)  
 
6.2  What are the main forms of risk in the FOREX market (3) 
 
 
 
<<<<<THE END>>>> 
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